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Canada’s Minister of Finance, in his Budget Speech 
of March 22, expressed the view that the postwar price 
inflation had come to an end but that there would be no 
serious decline in the near future in the level of expendi- 
tures in North America. He forecast that the amount of 
capital expenditure on construction and on machinery, 
together with the level of exports, would be sufficient to 
maintain incomes and employment in 1949 at about cur- 
rent levels, while the increased supply of consumer 
goods would continue to stabilize the cost-of-living index. 

Commenting upon Canada’s improved trade position, 
he noted that the exchange problem was approaching 
manageable proportions, as reserves of gold and U. S. 
dollars totaled $1,065 million, compared with $502 mil- 
lion on December 31, 1947 and $998 million on Decem- 
ber 31, 1948. The increase in exports to the United 
States is the most encouraging feature of Canadian trade, 
but overseas exports need to be extended on multilateral 
lines. Tariff concessions on British cotton and rayon 
piece goods are not to be extended beyond July 1, 1949. 
In view of the anticipated legislation to implement the 
General Agreement on Tariffs and Trade, the Minister 
did not propose any further tariff changes. 

A substantial easing of import restrictions imposed un- 
der the Emergency Exchange Conservation Act was, 
however, announced. Effective April 1, 1949, quotas are 
to be enlarged by approximately 25 per cent for fruits 
and vegetables, textiles, footwear, luggage and related 
products, furniture, plumbing fixtures, cooking and heat- 
ing equipment, watches,-clocks, toys and sporting goods, 
and prepared foods. All import restrictions are to be 
removed from lumber, paints, varnishes and lacquers, 
gummed paper, mirrors of glass or silvered glass, some 
other glass articles, hat braids and hat bands. Two pre- 
viously prohibited import items, picture postcards and 
motion picture projectors, were transferred to the quota 
list. 

Because of the favorable economic outlook, the Gov- 
ernment also removed as of March 23 price ceilings on 
flour, bread, butter, sugar, molasses, and certain fruits 
and vegetables, but retained controls on citrus fruits, 
canned citrus fruit juices, cabbage, carrots, imported new 
potatoes, and grapes. The Government also withdrew 
the subsidy of 464 cents a bushel on wheat used for 
domestic consumption. 

Revenues for the fiscal year ended March 31, 1949 are 


INTERNATIONAL MONETARY FUND . 


Canadian Budget and Economic Review 


MAY - 6 1949 
DETROIT 






estimated at $2,768 million and expenditures at $2,193 
million. The $575 million surplus compares with a 1947- 
48 surplus of $670 million and a 1946-47 surplus of $373 
million. For 1949-50, if there were no tax changes, the 
estimated surplus would be $410 million, with revenues 
at $2,800 million and expenditure at $2,390 million. The 
budget allows, however, for tax reductions of $322.5 mil- 
lion, because of the increasing supply of consumer goods 
at steady prices, the improved position of the Govern- 
ment (net debt reduction in last 3 years totaled more 
than $1,600 million), and the desires of the Canadian 
people. 

Retroactive to January 1, 1949, basic income tax 
exemptions were raised from $750 to $1,000 for single 
persons and from $1,500 to $2,000 for married; exemp- 
tions for dependents were raised from $100 to $150 for 
each child and from $300 to $400 for other dependents. 
Tax rates have also been reduced. About 750,000 Cana- 
dians who were formerly taxpayers are therefore no 
longer liable to income tax, while the tax payments of 
three quarters of the remaining 2 million have been re- 
duced to 15 per cent on taxable income. The average 
reduction, including the effects of increased exemptions, 
is 32 per cent. The decrease in revenue is expected to 
total $270 million in a full year or $235 million in the 
coming fiscal year. 

Corporation tax changes will have no net effect on tax 
yields. A 10 per cent credit against personal income tax 
is being granted on dividends from common shares. 
The corporation tax on profits up to $10,000 a year 
has been reduced from 30 to 10 per cent, while taxes on 
profits in excess of $10,000 have been increased from 
50 to 33 per cent. 

Excise taxes have been cut by $99 million in a full 
year, or $86 million in the coming fiscal year. Effective 
March 23, 1949, certain taxes, varying from 5 to 25 per 
cent, were removed from travel tickets, telegrams, tele- 
phone calls and cables, soft drinks, candy and gum. 
Taxes on the sale of certain commodities were reduced 
to 10 per cent at the manufacturers’ level, from the for- 
mer rates of 25 and 35 per cent. 

Present tax allowances for mining, oil, and gas ex- 
ploration expenses will be extended through 1952, while 
tax credits for deep test wells are extended through 1950. 
The three-year exemption from corporation taxes for 








March 31, 1949 
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new mines has been extended to include mines coming 
into production in 1950, 1951, and 1952. 
Sources: House of Commons Debates, Ottawa, Canada, 
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March 22, 1949; The Globe and Mail, Toronto, 
Canada, March 23, 1949; The Financial Post, 
Toronto, Canada, March 26, 1949. 





ECA Financing 
On March 24, ten days before the end of the first year 


for ECA, total procurement authorizations outstanding 
under the European Recovery Program were $4,635 mil- 
lion, compared with a total sum available of $4,953 mil- 
lion; thus $318 million was left to the end of the ECA 
year. Shipments as of February 28, the latest date for 
which such figures are available, total $2,634 million or 
57 per cent of total procurement authorizations. 

Source: Economic Cooperation Administration, Press 

Release, Washington, D. C., March 28, 1949. 


EUROPE 
Relaxation of British Controls 


Further relaxations have been announced of the Brit- 
ish controls, whereby the acquisition, use, and sale of 
industrial raw materials have been limited, usually ac- 
cording to the prewar performance of the firms con- 
cerned. The most important materials on the latest list 
of 25 items are paper, most types of hardwood, caustic 
soda, leather, paint materials, and industrial cloths. 
Seven imported raw materials—including tanning mate- 
rials, synthetic rubber, resin, and turpentine—will revert 
from public to private purchase. Price controls are 
unaffected. 

Source: The Times, London, England, March 23, 1949. 


Economic Treaty Between France and Italy 


An economic treaty, signed in Paris on March 26, pre- 
pares the way for an Italo-French customs union which 
has been under consideration during the past two years 
and which is to be followed by an economic union be- 
tween the two countries. The new agreement calls for 
abolition of tariffs between Italy and France by January 
1, 1950. By a special protocol attached to the agreement, 
the two countries concurred on a new exchange rate of 
180 lire to 100 French francs. The rate had previously 
been 220 lire to 100 francs. 

Source: The Washington Post, Washington, D. C., March 
27, 1949. 


Belgian “Bank Note Accounts” 
and Export Trade 


The new deposits in “bank note accounts,” authorized 
by the Belgian exchange control authorities as of March 
7 (see this News Survey, Vol. I, p. 286), have so far 
remained small. They were estimated at Bfr 25 million 
on March 21. Belgian franc notes come mostly from 
Switzerland (from which freight and insurance on the 
notes are lowest), the United States, and Tangier. 


This measure aimed at reducing the discount on the 
Belgian bank note abroad, thus bringing the rate for 
notes closer to the official par value of $2.28 per 100 
francs. Bank note quotations in New York, which were 
$1.90 per 100 francs last month, rose to $2.12 on March 
17, and then declined to $2.09 on March 28. 

The effects of the measure upon exports have been 
negligible for a number of reasons: (a) The repatriation 
of all the Belgian notes held abroad, the highest estimate 
of which is US$2 million, would finance only 1.3 per 
cent of Belgium’s total exports for one month, or 20 per 
cent of one month’s exports to the U. S. (b) The supply 
of bank notes abroad might be increased by fraudulent 
exports. The tight credit restrictions in Belgium are, 
however, expected to restrict the outflow of Belgian notes 
within narrow limits. (c) Since many customary buyers 
of Belgian goods in Switzerland and the U. S. have 
shifted from drafts to cheaper bank notes, any increase 
in exports attributable to the measure can be only a 
fraction of the value of the repatriated notes. 

The Federal Reserve Bank of New York, which had 
temporarily ceased certification of a rate for the Belgian 
franc on March 15, started on March 22 to certify two 
rates, one for the bank note and one for drafts; the 
double certification, however, does not imply in any way 
recognition of an official dual par value. The Belgian 
measure is experimental and will be given a trial period 
of two months or more. By that time the discount on 
bank notes may have been reduced to a figure close to 
handling costs, or the previous restrictions on bank note 
imports may be restored. 

Sources: The Journal of Commerce, New York, N. Y., 
March 23 and 29, 1949, 


implementation of Benelux Union 

At a conference of cabinet ministers of the Benelux 
countries held in The Hague, March 10-13, to discuss the 
implementation of the Benelux Economic Union, the fol- 
lowing resolutions were passed: 

1. The Governments of the Benelux countries shall 
continue their policy of gradually lifting controls on 
production, distribution, and consumption, and abolish- 
ing subsidies “in a coordinated way,” so as to assist the 
free flow of goods between their economies. 

2. Fiscal and monetary policies designed to bring 
about “equilibrium” between their economies will also 
be continued. 

3. The subsequent phases in the implementation of the 
Economic Union will be synchronized with the ECA- 
allocation periods. On July 1, the phase of “Pre-Union” 
will start, to be characterized by the gradual liberation 
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of the flow of goods between the countries and the sys- 
tematic coordination of trade and payments policies vis- 
a-vis third countries. 

4. To enable the Netherlands to embark on the “Pre- 
Union” phase, Belgium will extend credits to the Nether- 
lands, the amount of which will be determined by the 
progress made in the Netherlands in freeing trade be- 
tween the countries. For this purpose, the Netherlands 
will give priority to such measures as will assist in re- 
ducing unemployment in Belgium and in lifting ration- 
ing in the Netherlands. 

5. “If present conditions continue and an over-all 
equilibrium in the international balance of payments is 
reached,” the three Governments will, as of July 1, 1950, 
move to the next phase of “real Economic Union.” “A 
common system for the regulation of foreign payments” 
will then be instituted. In the meantime, more detailed 
and definite plans will be submitted for agreement to 
regulate the conditions for interconvertibility of the 
guilder and the Belgian franc, and to establish the trade 
policies and other measures necessary to deal with pos- 
sible disequilibria in the balance of payments of the 
Union with third countries. This resolution is explicitly 
conditional on the realization of present expectations con- 
cerning continued ECA aid and of “certain objectives to 
be realized through OEEC.” 

6. Further resolutions provide for the institution and 
continuation of coordinated policies with regard to agri- 
culture, wages and social security, investment, taxation, 
customs formalities, and harbors and waterways. 
Source: Ministry of Economic Affairs, Press Release, 

The Hague, Netherlands, March 14, 1949. 


Scandinavian Economic Cooperation 


The Prime Ministers of Denmark, Finland, Norway, 
and Sweden recently headed delegations to a meeting in 
Copenhagen of the Nordic labor movements, where a 
series of projects calling for joint Nordic action was 
discussed. The plans for the projects are still in the ex- 
ploratory stage. 

Plans were considered for cooperation in rolled steel 
production, with each country specializing on different 
rolled products. While Scandinavia’s annual require- 
ments of rolled steel are some 2.3 million tons, her pro- 
duction is only about 1 million. The problem is whether 
the Northern countries can coordinate the output of their 
rolling mills and achieve a capacity sufficient to meet 
joint requirements. Contacts have already been estab- 
lished between officials of the Swedish State Iron Works 
and the Norwegian steel mill now under construction at 
Mo i Rana. 

The export of Norwegian electric power to Denmark 
was also discussed. The Danes advocate the construction 
ofa power plant in Norway at their own expense, which 
could supply power on a year-round basis. The main 
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difficulty, however, is the time factor. The construction 
of such a project would take several years. The Nor- 
wegians suggested that speedier results could be attained 
if additional generators were installed at the Glomma 
River project close to the Norwegian-Swedish border. 
This would make kw 45,000 available for export for 
six to eight months each year. 

The Danish delegation indicated that the Norwegian 
plan for a long-range nitrate export agreement might be 
worked out along the lines of a Danish project covering 
export of Danish sugar to Norway. The Danish Minister 
of Commerce assured the meeting that Denmark would 
soon be able to meet all of Scandinavia’s salt needs. 

Nordic cooperation in Atlantic shipping was also dis- 
cussed, particularly as regards passenger traffic. The 
success of the Scandinavian Air Lines System, a Danish- 
Norwegian-Swedish enterprise that has been operating for 
several years, was considered a convincing argument for 
the establishment of large economic units in this field. 

On March 15, 1949, a more basic scrutiny was given 
these projects by the Inter-Scandinavian Economic Com- 
mittee, but a report of this meeting is not yet available. 
Early in April the four Prime Ministers will meet in 
Stockholm to formulate a more concrete program. 
Source: Royal Norwegian Information Service, News of 


Norway, Washington, D. C., March 19, 1949. 


Swedish Pulp Exports to German Bizone 


Trade relations between Sweden and the German Bi- 
zone seem to be facing a crisis, according to the Swedish 
newspaper, Dagens Nyheter. Under the present trade 
agreement, the Bizone is supposed to buy up to $18 
million worth of Swedish wood pulp, but this year the 
Bizone authorities have not granted licenses for such 
imports. 

In the Bizone pulp market, Sweden seems to be 
meeting competition from pulp producers in the United 
States and Canada, which have never before exported 
pulp to Germany. In March, a new ECA procurement 
authorization of $4.5 million for pulp was given to the 
Bizone; 67 per cent is to be used for pulp from the U.S. 
or Canada, and 33 per cent for Swedish pulp. 

Sources: Sveriges Riksbank, Ur tidningarna, Stockholm, 
Sweden, March 2, 1949; Norges Handels og 
Sjdfartstidende, Oslo, Norway, March 22, 1949. 


Present Status of Italian Budget 


At the end of the first half of Italy’s fiscal year July 1, 
1948-June 30, 1949, expenditures on current account pro- 
grammed for the entire year stood at 1,251.9 billion lire, 
while current receipts were estimated at 802.3 billion. 
Both items underwent virtually no change from the be- 
ginning of the fiscal year, thus showing that the 1948- 
49 fiscal program was developing according to expecta- 
tions. The figures compare favorably with those at the 
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end of the first half of the preceding fiscal year, when 

the receipts estimate was practically unchanged while 

expenditures had been revised upward by 12 per cent. 

Both estimated receipts and programmed expenditures 
on capital account increased between July and Decem- 
ber 1948 by a small amount, leaving the expected deficit 
for the year unchanged. At the middle of the last fiscal 
year, capital expenditure estimates had to be raised by 
some 45 per cent, mainly because of increased Govern- 
mental aid to private industries which were experiencing 
temporary difficulties because of the deflation. 

The rate of budgetary receipts and disbursements is 
favorable. For the first half of fiscal 1949, cash receipts 
on current account were 439.1 billion lire, and on capi- 
tal account, 16.5 billion lire. Both were more than half 
of the receipts estimated for the whole fiscal year. On 
the other hand, cash outlays during the same period were 
569.4 billion lire for current account and 15.5 billion 
for capital account. These are some 7 per cent less than 
half the amounts authorized for the year. 

In fiscal 1948, cash outlays were 40 per cent below 
expenditures authorized for the same period. This im- 
plies that a much smaller amount of new “arrears” will 
have to be carried forward this year. These “arrears” 
are expenditures authorized but not paid off during the 
same fiscal year; they remain a commitment of the 
State, although they are not included in subsequent bud- 
gets. They have increased rapidly in the last 10 years, 
amounting now to some 1,000 billion lire. 

The Treasury accounts show, for the period under 
consideration, a net increase in the floating debt of 165.6 
billion lire plus a reduction in Treasury cash holdings 
of 20.6 billion. These amounts covered the cash deficit 
of the budget on current and capital account (129.9 
billion) and financed various public agencies up to 57.3 
billion. 

Of the increase of the public debt, 90 per cent was in 
Treasury bonds. During the first half of the preceding 
fiscal year, the increase in the public debt consisted ap- 
proximately of one third Treasury securities and two 
thirds advances from the Bank of Italy, which were the 
main cause of the increase in note circulation during 
that period. 

Source: Gazzetta Ufficiale della Repubblica Italiana, 
Statistical Supplement, Treasury Account and 
Budget of the State, Rome, Italy, February 7, 
1949. 


Greek Import Programs 


The Greek import program for the second quarter of 
1949 is reported to provide for total imports valued at 
$83.9 million; $46.5 million will be private imports, and 
the balance Government and ECA imports. Private im- 
ports are to be paid for as follows: $11.0 million in U.S. 
dollars, $7.8 million in sterling, and $27.7 million in 


INTERNATIONAL MONETARY FUND 


clearing payments and drawing rights under the intra- 
European Payments Scheme. 

Out of a total import program of $74.0 million for 
the first quarter of 1949, imports during the first two 
months of the year have been no more than $30.3 mil- 
lion, according to a statement of the Minister of Na- 
tional Economy. 

By a recent agreement with the United Kingdom, 
some $15 million additional drawing rights on the U.K. 
are to be granted to Greece under the intra-European 
Payments Scheme. It is believed that this agreement 
will, on the suggestion of the British Government, be 
approved by the OEEC. Since the $10 million drawing 
rights on the U.K. originally assigned to Greece have 
already been fully utilized, the Agreement will enable 
Greece to resume imports from the sterling area. These 
additional drawings either may compensate by the end of 
June 1949 for Greece’s unutilized drawing rights on other 
countries (see this News Survey, Vol. I, p. 287) or they 
may be regarded as additional British aid to Greece. 
Sources: To Vima, Athens, Greece, March 9, 1949; The 

Journal of Commerce, New York, N.Y., March 
21, 1949, 


West Berlin Currency Reform 
On March 20, the Western Allies introduced the West- 


ern mark as the sole legal currency in their sectors of 
Berlin; thus Eastern marks, which had been circulating 
there side by side with Western marks, were barred. The 
volume of Eastern marks (currency and deposits) in 
circulation in the Western sectors of Berlin is estimated 
at 400 million, and that of Western money at 250 million. 

The technique of the change-over is as follows: In the 
next four weeks the inhabitants of Western Berlin may 
exchange 15 Eastern marks per person at a rate of 1:1. 
The use of Eastern marks will still be permitted for a 
limited period (the final dates are staggered from April 
1 to April 30) for food purchases and the payment of 
rent, taxes, and social security contributions. Industrial 
and commercial enterprises will be able to exchange 
Eastern mark holdings on the basis of their weekly pay- 
roll requirements and in proportion to their monthly 
turnover. Problems arising from the fact that thousands 
of Berliners live in the Western sectors, but work in the 
Soviet sector (or vice versa), are dealt with by special 
regulation; for example, those working in the Soviet 
sector will be permitted to exchange 60 per cent of their 
Eastern mark wages and salaries (up to 300 marks per 
month) into Western marks at a 1:1 rate. Inhabitants of 
Western Berlin registered for food rations in the Soviet 
sector will be paid only 10 per cent of their wages in 
Western marks; the remaining 90 per cent will be paid in 
Eastern marks. 

A new Central Bank of Berlin is to be established to 
control transactions between Western Berlin and the 
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Western Zones of Germany. The bank will furnish the 
Western money needed for the currency exchange, and 
will also grant short-term loans to the City Government 
for wage and salary payments, or other urgent expendi- 
tures. 

Sources: New York Herald Tribune, Paris, France, 
March 21, 1949; Agence Economique et Fi- 
nanciére, Paris, France, March 21, 1949; Neue 


Ziircher Zeitung, Zurich, Switzerland, March 
22, 1949. 


Value of Western German Mark 


The value of the Western mark has been rising on the 
unofficial exchanges in Germany’s neighboring countries 
and on the black market in Germany itself. By the end 
of February, rates of 15-16 U.S. cents per Deutsche mark 
were quoted, compared with only about 6 U.S. cents last 
December; and in the second half of March rates were 
reported as levelling off at about 12 U.S. cents. (The 
official conversion rate is 30 U.S. cents per Deutsche 
mark.) The substantially higher quotations this year are 
regarded as a sign of growing confidence in the stability 
of the Western German currency. 

Sources: The Manchester Guardian, Manchester, Eng- 
land, March 1, 1949; New York Herald Tri- 
bune, Paris, France, March 1 and 23, 1949. 


British Credit to Poland 


Last year a syndicate headed by Kleinwort and Sons 
and Co. set up a revolving credit of £1.5 million in favor 
of a Polish bank to finance the purchase of raw materials, 
mainly wool, in the sterling area. The credit, which ex- 
pired on December 31, 1948, has been replaced by a 
new one ending a year later. The latest credit is for 
£2.5 million and is granted by the Midland Bank; it is 
underwritten up to 90 per cent by the Export Credit 
Guarantees Department. 

Source: The Financial Times, London, England, March 
22, 1949. 


U.S.S.R. Budget for 1949 


On March 10, the Soviet Minister of Finance presented 
to the Supreme Council of the U.S.S.R. the state budget 
for 1949. The major revenues and expenditures, com- 
pared with actual revenues and expenditures in 1948, are 
as follows: 


1949 1948 
(billion rubles) 

Revenues, total 445.2 415.4 
Turnover tax 261.9 247.5 
Profits of enterprises 33.9 26.5 
Income taxes 36.5 33.2 
Loans 22.9 23.9 
Expenditures, total 415.4 368.8 
National economy 152.5 147.5 
Social services 119.2 105.6 
National defense 79.1 66.3 


Administration 13.7 
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The revenue surplus planned is 29.8 billion rubles, 
compared with actual revenue surplus in 1948 of 39.6 
billion. In view of the fact that revenue surpluses are 
larger than receipts from loans, the latter are not neces- 
sary for fiscal purposes. The revenue surplus in the 
U.S.S.R. has the function of a corrective, equilibrating 
the supply of consumption goods at given prices with the 
wage bill. The revenue surplus tends to reduce the total 
money supply, in which, however, other forces may cause 
a net increase. 


Source: Pravda, Moscow, U.S.S.R., March 11, 1949. 


MIDDLE EAST 


IBRD and Egyptian Development Schemes 


Attention is being given in Egypt to the possibility of 
some essential development schemes being financed by 
the International Bank for Reconstruction and Develop- 
ment. These projects center around irrigation, health, 
and transportation, with cost estimated at about £E 190 
million (US$760 million). Irrigation schemes for the 
upper regions of the Nile would cost about £E 130 mil- 
lion, while the costs of public health and of communica- 
tion and transportation schemes are estimated at £E 30 
million each. 

An IBRD mission is now in Egypt to study the plans 
which had been discussed earlier by the Vice President 
of the IBRD and Egyptian Government officials. 


Sources: Al Ahram, Cairo, Egypt, March 17, 18, and 20, 
1949, 


Egyptian-Swiss Trade Negotiations 


A Swiss trade mission is expected to visit Egypt on 
March 28 to negotiate the extension of the temporary 
trade arrangements between the two countries. The 
first agreement, which was concluded in September 1948, 
ended in December 1948, but was then extended another 
four months. It is hoped that the new agreement will 
cover one year, and that it will make available to Egypt 
enough Swiss francs to finance imports of electrical 
equipment, urgently needed for the hydroelectric power 
plan in Aswan, and other essential visible and invisible 
imports. Some minor luxury imports, i.e., watches, also 
may be permitted under the new agreement. Egypt in 
return will export to Switzerland long-staple cotton and 
rice. 


Source: Al Ahram, Cairo, Egypt, March 14, 1949. 


IRAQ’S Balance of Payments Difficulties 


The President of the Baghdad Chamber of Commerce 
has made the following suggestions to relieve the Iraqi 
balance of payments difficulties: 

1. Continuation of present restrictions on all imports 
2. Renegotiation of the Anglo-Iraqi Financial Agree- 
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ment for an upward revision of sterling and hard cur- 
rency releases, and making Iraqi scarce currency earn- 
ings independent of the London pool 

3. Adjustment of wool prices to attract American 
buyers. 

He believes that import licensing is necessary to check 
the further deterioration of the balance of payments which 
may encounter difficulties even in relation to sterling 
area imports. The country is having financial difficulties 
because of sterling shortages. Improvement in Britain’s 
export position makes a revision of sterling releases de- 
sirable so that Iraq may be able to get the essential im- 
ports now more readily available in Britain. Iraqi ex- 
ports to hard currency areas could be increased if prices, 
especially of wool, were made more attractive to buyers 
in these areas and especially in the United States. At 
present, substantial quantities of Iraqi wool are pur- 
chased by Syrians who are believed to be reselling it to 
the dollar area at a discount. If these suggestions were 
adopted and crop conditions improved this year, Iraq 
might be able to recover from its financial difficulties. 
Source: The Iraq Times, Baghdad, Iraq, February 22, 

1949, 


Iran’s Nontrade Exchange Earnings 


Foreign exchange earned from nontrade sources must 
now be sold to authorized banks at the official rate. Pre- 
viously, such exchange could be disposed of at the free 
rate. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., March 21, 
1949. 


Aden Changes Currency 


The Governor of Aden has announced that the Col- 
ony’s currency will be changed from the rupee to the 
East African shilling. It is hoped that the change will 
become operative as of April 1. 

Source: The Crown Colonist, London, England, March 
1949, 


FAR EAST 


Indian Exports to U. S. 


From April to December 1948, India exported to the 
United States more than US$162 million worth of goods. 
During the corresponding period in 1947, such exports 
were valued at about $167 million, or about 19 per cent 
of India’s total exports. 

Sources: Director of Commercial Intelligence and Statis- 
tics, Supplement to Indian Trade Journal, New 
Delhi, India, January 20, 1949; Government 
of India Information Services, Release, Wash- 
ington, D.C., March 21, 1949. 
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Sino-French Barter Agreement 


An agreement for US$1 million barter transactions has 
been concluded recently between the Chinese Government 
trading corporation, “The Central Trust,” and the French 
Far East Economic Mission. Insurance and transporta- 
tion costs are included in the figures. China will import 
from France $600,000 worth of dyestuffs, $250,000 worth 
of cigarette papers, and $150,000 worth of truck tires, 
and the Central Trust will export silk, tea, bristles, wood 
oil, feather, and hides. 

Source: Chin Yung Jih Pao, Shanghai, China, February 
20, 1949. 


Philippine Prices and Rice Production 


The general index of retail prices, prepared by the 
Bureau of Commerce of the Philippines, reached a post- 
war low of 239.94 (1941—100) on January 29. Because 
of the resistance of shoes, textiles, and most rentals to 
the decline, however, the cost-of-living index showed 
little change in January, remaining at about 365. Aside 
from certain textiles, there have been no increases in 
prices of imports which could be clearly attributed to 
the operation of import controls. 

The 1948-49 rice output is estimated at about 55 
million cavans of rough rice (118.6 million bushels), 
which would be the best crop since liberation. With 
adequate supplies of rice available and, in general, of 
all items important in the native diet, the food outlook 
for 1949 is favorable. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., March 21, 
1949. 


UNITED STATES 


Reduced Margin on Securities 


Effective March 30, the Board of Governors of the 
Federal Reserve System reduced the margin requirements 
on purchases of securities from 75 to 50 per cent. The 
last cut in margin requirements was from 100 to 75 per 
cent on February 1, 1947. The Board controls margins 
through Regulation T, which limits the amount of credit 
extended by brokers and dealers, and Regulation U, 
which prescribes the percentage of the value of stocks 
eligible as collateral on loans by banks. 

Source: The Wall Street Journal, New York, N.Y., March 
29, 1949. 


Revision of U. S. Interest Rate Series 


The Board of Governors of the Federal Reserve Sys- 
tem has initiated a new statistical series of interest rates 
on U.S. business loans, which is based on the average 
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rates charged on short-term business loans by a sample 
of 91 large banks in 19 leading cities. The series shows 































































































"= that the average rate on all business loans in these cities 
nt increased steadily through 1948, with the result that the 
ch average rate for the year as a whole was 2.5 per cent, 
a compared with 2.1 per cent for 1947. 
ort The new series is based on data reported from com- 
th mercial banks on an individual loan basis, rather than 
es, on reports of total loans at various rates of interest, as 
od in the former series. This change was made because 
investigation showed changes in the size of loans to be an 
ary important factor determining the actual rate charged. 
The new series, like the old, shows regional variations 
in rates. 
Source: Board of Governors of the Federal Reserve Sys- 
the tem, Federal Reserve Bulletin, Washington, 
D.C., March 1949, 
ost- 
wuse 
sto | Reduction of U. S. Steel Allocations 
wed Allocation of steel products under the U.S. Voluntary 
side Agreements Program will be reduced by more than 
= 94,000 tons monthly, effective in June, according to a 
d to recent announcement by the U.S. Department of Com- 
merce. Total steel allocations under 14 allocation plans 
t 55 for February (e.g., for freight cars, for U.S. armed 
els) forces) amounted to 539,046 tons, compared with the 
With new allocations in June of 388,417 tons. In addition to 
l, of these 14 plans, 4 new plans to become effective in April 
tlook or May will raise total allocations to 444,802 tons for 
June, or 94,244 tons less than the total February alloca- 
Com- ¥ tion. Included in the 4 new plans is a monthly alloca- 
h 21, tion of 33,300 tons of steel for ERP country require- 
ments. 

The reduction in June allocations reflects less urgent 
demands for steel and will make more steel available for 
uses outside of the Voluntary Agreements Program. 
Source: U.S. Department of Commerce, Press Release, 

Washington, D.C., March 24, 1949, 
of the 
ements 
t. The LATIN AMERICA 
75 per 
nargins | Brazil-U. S. Technical Commission Report 
t credit A commission of Brazilian and American technicians 
_ U; FF has completed a report on the economic development of 
stocks Bf Brazil, It unanimously agreed that “the economic devel- 
opment of Brazil should be accelerated by carefully con- 
, March sidered f governmental expenditures, b 
programs of go pe » by 
policies favoring a balanced development of Brazil’s re- 
sources by private enterprise, and by policies directed 
specifically toward controlling inflation and meeting the 
e Sys [f balance of payments problem.” 
st rates In the monetary field it concluded that “in the absence 





average f° clear evidence that Brazil’s export production is being 
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restricted by unavoidably high costs relative to prices 
obtainable in world markets, devaluation of the cruzeiro 
must be regarded as an unnecessary and undesirable al- 
ternative or supplement to import and foreign exchange 
controls, since under these circumstances devaluation 
would only create additional upward pressure on the 
Brazilian price level and the cost of living.” 

The commission suggested that efforts should be made 
to broaden and improve Brazil’s exports, develop domes- 
tic production of a number of products that are now 
imported, and attract foreign capital. Recommendations 
were also made in the fields of agriculture, fisheries, in- 
dustrial development, transportation, fuel and power, 
mining, and manpower. Recommendations in the field of 
finance included changes in fiscal methods, suggestions 
for redirecting the investment of Brazilian savings, estab- 
lishment of a central bank, and changes in the security 
markets. 

Source: U.S. Department of State, Press Release, Wash- 
ington, D.C., March 9, 1949, 


U. S. Purchases in Brazil Decline 


The liquidation of commercial import arrears in 
Brazil will depend on U.S. imports from Brazil. In Janu- 
ary, Brazil had a trade deficit of $4 million with the 
United States. The January 1948 deficit was only $2 
million, and for the entire year 1948 there was a surplus 
of $16 million. 

Dollar commercial arrears on January 1, 1949 totaled 
$116.6 million or about 60 per cent of pending dollar 
payments. These arrears are primarily the result of the 
$200 million deficit sustained by Brazil in 1947 trade 
with the U.S. 


Source: La Prensa, New York, N.Y., March 28, 1949. 


Grain Storage in Paraguay 


The large crop expected from the 1948-49 harvest in 
Paraguay is likely to create storage problems, since the 
present storage capacity is very limited. To meet this 
problem, the Government is planning the construction 
of several underground grain deposits, similar to those 
in Argentina. These will be built in several agricultural 
zones and are expected to be ready for the coming har- 
vesting season. 


Source: La Tribuna, Asuncion, Paraguay, January 24, 
1949, 


Argentine Raw Material Controls 


In order to keep industries in operation, the Argentine 
Government has given the Ministry of Commerce and 
Industry control over domestic and imported raw mate- 
rials. Many factories are short of materials because of 
the February 1 stoppage of imports. A new import plan 
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has been announced but no import permits have been 

approved. The industries will make sworn statements 

of their needs and the Ministry of Commerce will decide 

on the expropriation and redistribution of materials. 

Source: The Journal of Commerce, New York, N.Y., 
March 24, 1949. 


OTHER COUNTRIES 


South African Finances 


In introducing the budget for the fiscal year beginning 
April 1, the South African Minister of Finance reported 
a surplus on current account of £7.6 million for the pre- 
vious year, and estimated a deficit in the present budget 
of £0.6 million. A 20 per cent surcharge on income tax 
is proposed, which nearly offsets the reduction made in 
the 1948 budget. Changes in indirect and mining taxes 
are negligible. No estimates for the loan account have 
yet been published. The Financial Times comments that 
the budget is negative while the situation calls for de- 
cisive measures, that it will not help to reduce internal 
costs, and will not drive more men to the gold mines. 

The first large new gold mine since the war has come 
into operation on the West Rand. The initial monthly 
capacity of 50,000 tons of ore milled will later rise to 
100,000 tons, two per cent of the Union’s total. Capital 
expenditure by then will be £6.5 million. The first mine 
in the new Orange Free State field will not operate for 
another two years. 

In the week ended March 4, sterling holdings fell fur- 
ther by £2.5 million and the Union has now requested 
and obtained from the British Government the repay- 
ment in sterling of a first portion of the £80 million gold 
loan granted in February 1948. It is expected that one 
quarter of the loan will soon have been repaid. This 
follows a United Kingdom Treasury ruling that the capi- 
tal requirements of Union municipalities should be met 
in the first instance by drawing on the counterpart of 
this loan, and not by raising funds in the London market. 
Repayment of the loan in sterling is an advantage to the 
U.K., as the liability to repay the outstanding balance in 
gold arises in February 1951. The Union is expected to 
maintain its sterling balances at a level of £5-£10 million. 

The Minister of Economic Affairs stated on March 15 
that he could not yet indicate when general control of 
sterling area imports would be introduced. A new list 
of goods considered nonessential, whose importation into 
the Union from all countries is prohibited, was published 
on March 4. This list extends and replaces the Novem- 
ber list (see this News Survey, Vol. I, p. 164). The Treas- 
ury has also announced that drastic curtailment of all 
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transfers of funds to the non-sterling area has become 
necessary and has restricted remittances to that area for 
entertainment services. 


Sources: The Financial Times, London, England, March 
5, 11, 15, 16, and 17, 1949; Union of South 
Africa Government Information Office, South 
Africa Reports, New York, N.Y., March 17 and 
24, 1949. 


Haiti Issues National Defense Bonds 


The Haitian Congress recently passed a law author- 
izing the issue of National Defense Bonds to a value of 
US$3 million. Subscription is compulsory on the part 
of anyone earning $20 or more per month; through sal- 
ary deductions, wage and salary earners will be required 
to purchase bonds to a value of 10 per cent of their salary 
up to $50 per month, 15 per cent of the amount between 
$50 and $100, and 25 per cent of the excess over $100. 
Bonds will be issued in denominations ranging from 
$20 to $1,000, will bear interest at 3 per cent, and will 
mature on March 1, 1959. 

The new bond obligation, together with the recently 
announced loan of $4 million from the Export-Import 
Bank for the development of the Artibonite Valley, will 
nearly double the public debt, which stood at $8.4 million 
on December 31, 1948. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., March 14, 
1949. 


IMF Appointments 


The Government of Venezuela has appointed Dr. J. J. 
Gonzalez Gorrondona as Governor and Dr. Felix Miralles 
as Alternate Governor of the International Monetary 


Fund. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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